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e The background of the subject 


Education for Business: 


Past and Present 


HE ubiquitous character of business calls 

for a wide spectrum of talents and prep- 
aration. Until fairly recent times, preparation 
for business was carried on under the old 
apprenticeship system, that is, “learning by 
doing.” Such preparation as was transferred 
to the educational system, private or public, 
was limited to relatively simple and_ basic 
skills, such as penmanship, typing, shorthand, 
and bookkeeping. Unfortunately, this is still 
the image which exists in the minds of many 
high school seniors and their counselors when 
they consider their choice of careers, and the 
additional educational experience necessary 
for entrance and success in such careers. 

We must carve out a specific area if we are 
to avoid semantic problems and popular con- 
fusion in discussing the growth and future of 
“education for business.” Popular usage can- 
not be ignored, hence we must recognize that 
“business education” is generally identified 
with the vast and important field of secondary 
education, both public and proprietary, which 
prepares hundreds of thousands of young 
people for useful careers in the lower eche- 
lons of business. 


About the Author— 


A long-time teacher and analyst of business ad- 
ministration, Richard Kozelka is Dean of the School 
of Business Administration of the University of 
Minnesota. He has written many books and articles 
on business and economic subjects, is a member of 
many professional and honorary organizations, and 
is a member of the boards of directors of several 
business firms. In 1952, he prepared an analysis of 
higher education for business for the American Asso- 
ciation of Collegiate Schools of Business. 
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Richard L. Kozelka 


My concern in this paper is with that area 
of education for business which is being car- 
ried on in our institutions of higher learning. 
This education may be carried on in profes- 
sional schools of business administration, or 
as incidental to liberal arts college programs, 
or programs in other professional schools, 
such as engineering. How incidental we shall 
see. 


Status of Business Education 


Historically, business or commerce has al- 
ways carried a low social rating, a low posi- 
tion on the scale of cultural values. It is not 
surprising therefore, that formal education 
for a career in business has not acquired the 
social status of preparation for other careers, 
such as law, or medicine, or theology. In 
spite of the tremendous, and still growing re- 
sponsibilities of those who administer the 
vast complexes which typify business today, 
education for business is frequently discounted 
with derogatory implications as “vocational” 
by those who are the very beneficiaries of 
skillful and efficient business administration. 
As Professor Bossard said thirty years ago, 
in his able survey of university education for 
business with Professor Dewhurst, “All edu- 
cation in a certain sense is vocational in direct 
relation to the conditions of life in which it 
originates. Preparation for public life in 
ancient Greece, for the church in the Middle 
Ages, for cultural pursuits by leisured nobility 
are cases in point.” He places business admin- 
istration in the stream of history of education 
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by saying, “The collegiate school of business 
must be considered as a phase of development 
of commercial education, that is, as the ex- 
pression at the collegiate level of the adjust- 
ment of the educational system to the growing 
demands of the modern business world.’ 


The First Schools 


Professor Bossard was writing for the 50th 
Anniversary of the founding of the Wharton 
School of Commerce in 1881. This was the 
first collegiate school of business. Obviously, 
this does not represent the first concern with 
education for business at a level higher than 
the elementary skills. Professor L. J. Buchan, 
in a recent article in the Journal of Insurance, 
described a university established in New 
Orleans in the 1830s by J. W. B. DeBows, 
with five professorships, one of which was in 
commerce and statistics. His tenure was short- 
lived, because the university was closed short- 
ly after its establishment by epidemics of 
yellow fever and bubonic plague. 

A later recognition of the need for business 
education at the higher level came from that 
gentleman of broad talents and catholic inter- 
ests, General Robert E. Lee. According to 
Professor Buchan, “In 1869 President Lee 
asked his board, in the institution which is 
now Washington and Lee University, ‘to es- 
tablish a commercial school, not merely to 
give instruction in bookkeeping and the forms 
and details of business, but to teach the prin- 
ciples of commercial economy, trade, and mer- 
cantile law.’ ’”* 

Apparently the Wharton School, estab- 
lished in 1881, was a voice crying in the 
wilderness, because the next schools of busi- 
ness administration were not established until 
1898, when the University of Chicago and 
the University of California entered the pic- 
ture. 

Why such a long gap? Perhaps the chilly 


* Bossard and Dewhurst, University Education for 
Business. U. of Pennsylvania Press, 1931, p. 250. 

* J. L. Buchan, Journal of Insurance, March 1960, 
Volume 27, No. 1, p. 44. 
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atmosphere encountered by the Wharton 
School, in the University of Pennsylvania 
academic family, was not encouraging to other 
universities. However, the new schools at 
Chicago and California constituted a signifi- 
cant breakthrough, not only because they 
carried forward the pioneering efforts of 
Wharton, but they represented recognition of 
the new field across the continent. 


Establishment of Other Schools 


Other schools followed rapidly in the next 
decade, perhaps reflecting in part the rapid 
spread of differentiated higher education after 
1900. Even classical Harvard was not immune 
to the new demand. A tentative toe was 
thrust into the icy stream of classical disap- 
proval when Professor Cole introduced a 
course in accounting, which carried no uni- 
versity credit in 1901, but achieved re- 
spectability by university credit in the years 
immediately following. The story of the 
establishment of the Harvard Graduate 
School of Business Administration is a fasci- 
nating one, as presented by Professor Melvin 
T. Copeland in And Mark an Era, which also 
marked their Golden Anniversary. 

After the turn of the century the number 
of business programs expanded rapidly. There 
was a noticeable bulge following each of the 
two world wars. Because these programs cover 
the range from large autonomous units at the 
professional and graduate level, down to one 
man “departments” of business and econom- 
ics in a struggling liberal arts college, the 
total number is hard to determine. In the 
Gordon and Howell report, using a somewhat 
restricted definition, the number is estimated 
at around 600. 

Why this expansion compared to the other 
professional fields? Obviously, there has been 
a tremendous demand for college graduates 
for business. It is not clear whether there was 
merely a demand for college graduates, or 
some slight preference by college graduates 
for sound training in business. Let us assume 
the latter. 


Michigan Business Reno 


| 
| 
( 
| 
| 
\ 
/ 
} 
| 


Expansion Was Easy 


How could such an expansion occur! It 
was easy. It was too easy. No investment in 
heavy machinery or expensive laboratory 
equipment was necessary. There were no laws 
requiring a license based on minimal educa- 
tion or tests except in accounting, and in most 
states the restrictions were not on the practice 
of public accounting, but on the use of the 
designation, CPA. There were no standards 
as to curriculum content, quality of faculty, 
and the conditions of instruction. Elasticity 
of the faculty supply was obtained by ap- 
pointing part-time lecturers from local prac- 
titioners, particularly where the college or 
university was in a metropolitan center. Elas- 
ticity could also be obtained by disregarding 
maximum class limits. 

Entrance into the field was not only easy, 
but tempting when it was realized that the 
tuition potential could be used to cover defi- 
cits in less popular areas. As if this were not 
enough, the overhead could be reduced fur- 
ther by establishing an evening school division 
with additional part-time appointments. Even 
where the school of business administration 
developed out of an application-minded eco- 
nomics faculty, the emphasis tended to be on 
current business practices, and on the descrip- 
tive rather than on the analytical. Is it any 
wonder that the result was overspecialization, 
proliferation of courses, lack of integration of 
courses, poor quality of students, and an 
underpaid faculty of mediocre quality? Does 
this sound like the reports by Gordon and 
Pierson in 1959? Actually it is the judgment 
of Bossard and Dewhurst in 1931. 


Professional Standards 


The picture which I have just drawn is 
overdone if it implies complete chaos in the 
absence of concern with professional growth 
and standards. The American Association of 
Collegiate Schools of Business was organized 
in 1916 with 14 members. That is 14 out of 
about 50 schools and programs organized 
after the turn of the century. It is still a 
“minority group” of less than 100 members. 


1960 


From its inception, the primary concern of 
the Association has been the establishment 
of minimum standards for professional edu- 
cation for this new amorphous field of busi- 
ness. It had no tradition and no powerful 
professional organization of practitioners, 
such as the Bar Association or the Medical 
Association, to back it up for legislation, even 
if it had wanted legal standards. The older 
traditional faculties of the university were 
not greatly concerned, and the central admin- 
istration, particularly where tuition was a 
major element in meeting operating expenses, 
was not fussy. Nevertheless, a number of 
schools were sufficiently interested in mini- 
mum standards of quality to seek admission 
to this voluntary Association, and the mem- 
bership grew slowly. 

It seems to be the history of specialized 
faculties in a university that as they mature, 
they become self-conscious about the short- 
comings resulting from haphazard growth. A 
cry is heard for a searching survey of the 
field, similar to the one resulting in the fa- 
mous and historic “Flexner Report,” in 1908. 
The business schools were not immune to this 
fever. Perhaps we can assume that we have 
now arrived with the publication of the Gor- 
don and Pierson reports. However, since the 
two reports did not rate the present business 
programs, we shall not expect to see a whole- 
sale closing of business schools comparable 
to the drastic results of the Flexner Report 
among medical schools. 


The Growing Role of the Association 


Shortly after the Second World War, an 
attempt was made by the American Associa- 
tion of Collegiate Schools of Business to 
enlist the aid of the American Council on 
Education in approaching one of the founda- 
tions for a thorough study of our professional 
area, to establish the basis for a more rigor- 
ous statement of standards than the simple 
statement adopted by the Association in 1925. 
There was urgency in this request, because 
the Association was suddenly asked to assume 
an official responsibility not anticipated in 
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the origin or in the standards of the Associa- 
tion. The GI Bill suddenly released thousands 
of young people who wished to exercise their 
veterans’ rights to obtain a degree in business. 
These rights were valid only in “approved 
institutions” and there was no recognized of- 
ficial mechanism operating to inspect and 
approve business programs. The American 
Association of Collegiate Schools of Business 
seemed to be the answer to the harassed ad- 
ministrators of the GI Bill, and the member- 
ship roster of the AACSB became automati- 
cally a de facto list of accredited schools. 
Membership became a prized possession and 
we have not lacked for applicants since. 

The standards for membership in the 
American Association of Collegiate Schools of 
Business have been under constant study, and 
gradual amendment for the last 12 years. 
They reflect the philosophy of education of 
the better schools of business administration, 
as they seek to keep up with the burgeoning 
demands of a dynamic business world. These 
demands have expanded in the last dozen 
years, beyond the traditional four-year pack- 
age, into a demand for more graduate students. 

The size of this new market for graduate 
students is not yet clear, thereby multiplying 
the risks and problems of the school of busi- 
ness administration which seeks to tool up for 
the advanced program in a faculty market 
which is already very tight from the demands 
of the four-year program. Another demand 
which has strained our resources and whose 
permanence is still to be proven, is for execu- 
tive development programs, which seek to 
accelerate the transmission of new ideas and 
training to practicing management, instead of 
to the embryonic managers in our undergrad- 
uate and graduate classes. 


A Foundation of General Education 


The battle for the principle of a founda- 
tion of general education has been won in the 
AACSB standards and in varying degree in 
practice. Even in this field, the school of 
business administration may be the victim of 
the disease of specialization, which has been 
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charged to business, but is also a serious prob- 
lem in the separate fields in general education 
whether in social sciences, the humanities, or 
mathematics. However, it is difficult to fight 
more than one battle at a time. The battle for 
a minimum of specialization in business at the 
undergraduate level is still raging with very 
mixed support from business itself. This is a 
traditional struggle between the specialized 
skill or knowledge which may be of real, 
though temporary value in the first job, and 
the more fundamental analytical training 
which must be supplemented by special, in- 
tensive and usually expensive training by the 
employer on the first job. If the pace of 
change in the business world increases, even 
the temporary value of specialized knowledge 
may diminish so rapidly that the justification 
for a broader training will become obvious. 
We must distinguish, and our better schools 
do distinguish, between specialized knowledge 
which consists in the piling up of fugitive 
facts, and a sound foundation of the funda- 
mentals in a special area, or the integration 
and repackaging of new knowledge from a 
variety of fields applied to special business 
problems. 


How Good Are the Standards? 


Are the standards adequate and effective? 
We shall never be satisfied in AACSB with 
the adequacy of the standards, as long as we 
prefer qualitative to quantitative criteria. 
Quantitative measures are easier to adminis- 
ter, but qualitative elements are more import- 
ant in the philosophy of the AACSB. The 
most important elements in professional 
standards are the most elusive. It has been 
my obseryation that the marginal schools are 
the ones that are most concerned with the 
quantitative measures. Standards, both quali- 
tative and quantitative, must be realistic and 
relevant if we expect them to be recognized 
by observance. If the statement of standards 
serves the educational function of upgrading 
the operation and output of schools of busi- 
ness administration, whether in or out of the 
Association, I expect that the standards will 
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be continuously amended, and I hope amended 
constantly upward. 

The Association has just begun to codify 
its ideas of standards at the graduate level. 
This is a particularly touchy field, because 
trifling with quality is so easy, and the results 
can be so damaging to establishing a sound 
program in this relatively new area. 

Are the standards effective? This has al- 
ways been a delicate problem, compounded 
of the difficulties of a slim budget for AACSB 
and the lack of positive public concern. We 
have never had a rigorous personal audit of 
every member of the Association by a tough, 
objective team, similar to the periodic visits 
to medical, engineering, and law schools. We 
have conducted occasional self-surveys, via 
questionnaires, and one is in the mill now for 
1960. The difficulties of answering these ques- 
tionnaires are exceeded only by the difficulties 
of review and evaluation by the Association 
officers. Nevertheless, even these limited at- 
tempts to check compliance within our mem- 
bership have had salutary effects on member 
programs which were in danger of slipping 
under complacency or budgetary emergencies. 


How Wide is the Influence? 


Do the standards serve any purpose out- 
side the membership of AACSB? Every year 
we hear encouraging testimony from schools 
just admitted, and schools still aspiring for 
membership in the Association. Even our 
modest statement of standards has been very 
helpful in educating the central administra- 
tion, the board of trustees, and interested 
business advisory boards, in the need for 
strengthening a neglected or undernourished 
or overambitious school or department of 
business administration. 

This still leaves a large number of schools 
and colleges which may be indifferent to or 
too far below our AACSB standards to at- 
tempt compliance. We may take heart in the 
increasing attendance and positive interest of 
non-member schools at the annual deans’ 
meeting, and at the regional meetings spon- 
sored by the Association for frank discussion 
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of mutual problems. This is slow work, but 
it may be the surer way of raising the educa- 
tional levels which the Gordon and Pierson 
Reports consider unsatisfactory. Ultimately, 
I hope that we can provide a more rigorous, 
periodic, personal soul-searching by represen- 
tatives of the Association, or of the several 
regional accrediting bodies. 


Objectives of Education 


The schools of business administration have 
been chided for granting some 60,000 diplo- 
mas each year in business, about 90 per cent 
of these at the bachelor’s level. Are we guilty 
of misleading thousands of young people with 
the illusion that they are being trained for 
top management positions? I am quite ready 
to admit that by present standards the busi- 
ness world does not have—and will not have 
for some time to come—60,000 new top man- 
agement jobs each year. However, until our 
present methods of selecting and training 
potential top executive material achieve much 
more reliability than they do have at present, 
we may be justified in paralleling Napoleon’s 
generalization, that every corporal carries a 
potential marshall’s baton in his knapsack, 
with a Horatio-Alger-like statement, that 
every business degree holder has the potential 
for earning a seat in the executive dining 
room, or other executive perquisites. 

Even if we perfect our tests so that we feel 
justified in lavishing our scarce resources on 
a selected few potential presidents in our 
graduate training program, thefe is a tremen- 
dous service still to be performed at the 
undergraduate level for the unsung heroes 
who number by the thousands in the lower 
management levels. These are not mere clerks, 
but they are responsible for a level of deci- 
sion-making which may not justify the rarified 
cultivation at the graduate level, but more 
than repays the individual and society for the 
selection and training resulting in the bache- 
lor’s degree. This is not making a case for 
high specialization. Rather this calls for a 
good broad understanding of business organi- 
zation and business functions, which places a 
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premium on adaptability to the changing 
business scene, and with some opportunity 
for specialization to whet the appetites and 
focus the efforts of the students. 


The State of Ferment 


A characteristic of dynamic education is its 
constant state of ferment. This is true of 
other professional fields besides business. The 
trend in engineering and law and medicine, 
is to place greater emphasis on fundamentals, 
including the basic sciences, and relatively 
less emphasis on knowledge of current prac- 
tices which so quickly become obsolete. 
Emphasis on the fundamentals implies an 
interest in the unknown and this naturally 
leads to research. Perhaps it is a badge of 
our youth as a professional field that research 
has not occupied the position of importance 
in the business program that it holds in many 
other professional areas. There are hopeful 
signs that the generosity which corporate 
business has exhibited toward the natural 
sciences may be shared a little more equitably 
with the social sciences and with business 
faculties. The same patience which shrugs off 
four failures out of five tries in an electronics 
experiment will be needed in sustaining re- 
search in motivation and organization, and 
many other human relations problems in busi- 
ness. 

Our business faculties are in a precarious 
condition. Most of them have remained loyal 
to the school through the recent bulge, on the 
assumption that large classes and heavy loads 
were an emergency situation. We have had 
ample warning of the next bulge which is just 
over the horizon and promises to be perm- 
anent. 

There are many nonmonetary compensa- 
tions in the teaching profession, but these 
may wear thin rather quickly when compared 
with alternative opportunities in the active 
business world. This problem was very thor- 
oughly canvassed at a conference at Arden 


House a few years ago, but no new solution 
was found. If we are facing a major revision 
of business education, it will be a tragedy if 
university and college salaries are inadequate 
to attract young teachers to the new approach 
and encourage the old teacher to retread for 
the new program. Market realities just cannot 
be ignored. 


The Test of Time 


My assignment was to review business edu- 
cation, past and present. It has been difficult 
and I have not always been successful in 
resisting the temptation to peek around the 
corner, and down the path to the new world. 
It has not been easy to generalize for the 
long, undisciplined column of schools and 
colleges, which offer education for business. 

Some of the straggling is no credit to us. 
However, much of the straggling is due to 
our comparative youth, and the extensive 
range of talents, motivations, and opportuni- 
ties which come under the broad tent called 
business. The leaders in the procession have 
been bold, and we hope that they are right. 
Time will tell whether the road to salvation 
is in the newly revised version of the gospel 
according to Gordon and Howell, and Pierson. 
Some of their recommendations have been 
accepted doctrine for a long time, particularly 
among members of the AACSB. Other recom- 
mendations will have to face the test of time, 
the impersonal, objective, implacable test of 
the marketplace of proved ideas. The business 
world, in our competitive enterprise society, 
pays off on performance, not on promises. 

I speak for the professional integrity and 
educational responsibility of the American 
Association of Collegiate Schools of Business, 
which is anxious to exercise leadership in the 
selection and appropriate training of man- 
power for business management. Such man- 
power is essential to insure the vitality and 
productivity of the business institution which 
is central to our national life. 
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e Objectives, curricula, methods, and problems 


in a period of change 


Education for Business - - 


The Future 


_ university school of business, like any 
professional school, has responsibilities in 
two directions: to the business community on 
the one hand and to the world of knowledge 
and ideas as represented by the university on 
the other. Against this background of respon- 
sibility, the business faculty does two things. 
First, it integrates the university’s resources 
for the education of young people anticipating 
business careers. Second, it engages continu- 
ously in the creation of new knowledge. Im- 
plicit in both activities is the responsibility to 
serve as a Channel whereby the results of 
academic research may have an impact on 
the ideas and practices of management, and 
vice versa. 

I am sure that you will agree that imple- 
mentation of these responsibilities is not an 
easy job, even for professors! But an already 
complicated job is made infinitely more diffi- 
cult by the rapidly changing nature of the en- 
vironment within which the business school 
must operate. We should distinguish between 
the academic and business parts of this envir- 
onment since I propose to explore the nature 


About the Author— 


A native of California holding degrees from 
Fresno State College, The University of Illinois, and 
Yale University, James Howell has taught at Yale, 
University of California (Berkeley), and is now 
Associate Professor of Economics in the Graduate 
School of Business at Stanford University. This year, 
on leave, he is a Fellow of the Institute of Basic 
Mathematics for Application to Business at Harvard 
University. He is co-author with R. A. Gordon of 
Higher Education for Business, prepared for the 
Ford Foundation and published in late 1959. 
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James E. Howell 


of these two worlds as they will impinge on 
the school of business of tomorrow. I will 
comment, in particular, on the kinds of 
changes that we can expect in each and on 
the three or four most troublesome problems 
that will emerge to harass the business edu- 
cator. 

By and large, I will not offer general solu- 
tions for the problems I raise. The reason is 
simple: I don’t have any to offer and, in fact, 
I don’t believe that they exist in most cases. 
Each school will have to explore alternative 
solutions and then choose the one most ap- 
propriate for its situation. This process of 
search and choice will require a greater effort 
in the future than in the past for schools which 
aspire to leadership relative to other schools 
and to the business community. 


What Competence is Desired? 


Let us begin our explorations of the factors 
which the maker of educational policy must 
consider by facing toward the world of busi- 
ness and asking the primary question: Exact- 
ly what are the elements of business compe- 
tence that we should be developing in our 
students? In other words, how should we pre- 
pare students so that they can have “person- 
ally and socially useful careers”? 

The first thing that strikes the educator, I 
think, as he looks out at the world of business 
and attempts to find an answer for his ques- 
tion, is the complexity and change which he 
sees. This naturally distresses him, for how is 
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he to identify those elements of business com- 
petence when his students will have careers 
extending over the next fifty years or so— 
beyond the year 2000 for next month’s grad- 
uating classes—if things are not only compli- 
cated but always changing? If the educator 
turns to the businessman at this point, he can 
expect little help. Among our business leaders 
there is not even a concensus as to what con- 
stitutes business competence in terms of to- 
day’s conditions, much less tomorrow’s. 

The first source of all this uncertainty is, of 
course, the great diversity that is covered by 
the term “business career.”” There are com- 
panies of all sizes dealing in a wide array of 
products and services. And within most firms 
there will be a substantial variety of jobs 
which a business school graduate might prop- 
erly hold. Are the similarities between a man- 
agement job in a small firm and one in a large 
firm greater or less than the dissimilarities? 
How about a large bank, an automobile dis- 
tributorship, and a large steel fabricator? Or 
among departments and levels within any one 
of these? Can one educational program pre- 
pare adequately for each of these possibilities? 
Or, must education be as differentiated as the 
careers of our graduates? 

For a number of reasons, I think the answer 
is almost unequivocally clear that we in edu- 
cation will have to concentrate on the simi- 
larities rather than on the dissimilarities. This 
is essentially the position taken by the 
AACSB when it adopted the core concept. 


The Significance of Change 


The second difficulty, the pervasiveness of 
change, is, I think, a more important source 
of complexity and uncertainty. The kinds of 
changes in the business world that are most 
apparent are the changes in science and tech- 
nology—the dazzling developments which 
affect us all but which are doubly important 
for those in responsible positions in industry. 
Leading scientists assure us that this pace of 
scientific and technological change will con- 
tinue to accelerate. As a result, a common 
view is that one of the most urgent of con- 


temporary needs is the preparation of indus. 
trial leaders capable of facing up to the 
demands of our complex and_ science-based 
economy. 

Changes have been equally far-reaching jn 
methods of business and in the human aspects 
of organizational behavior. There have been 
changes in the way business organizations are 
structured, in the way goals and policies are 
set, and in the way more effective implement- 
ing action is obtained. In spite of some con- 
trary opinion, there has been a_ growing 
emphasis on the role of the individual in the 
organization. Skill at human _ relations has 
become an essential element of effective man- 
agement. At a slightly different level, there 
have been continuing changes in the rela- 
tionship of corporate owners to corporate 
managers, and, totally apart from collective 
bargaining developments, of management to 
the rank-and-file work force. 

As if this were not enough, the business- 
man’s world is made even more complex by 
changes in the firm’s external, or social, eco- 
nomic, and political environment. Recall the 
political and social changes which took place 
in this country between the two world wars, 
particularly in the relation of business and 
government and of business and labor. These 
changes were a part of the continuing evolu- 
tion of American capitalism. Since the Second 
World War, amidst prosperity on the one 
hand and world leadership in an enduring 
East-West struggle on the other, the same 
forces have continued to alter the environ- 
mental framework within which business ac- 
tion takes place. Can there be anyone who 
thinks that we will not continue to see signifi- 
cant changes in each of these areas? 

This then, is one part of the challenge con- 
fronting the business educator: translation of 
the dimensions of an ever-changing world of 
business into a statement about business com- 
petence which itself can then be turned into a 
curriculum which will stand graduates in good 
stead throughout their business careers. I sub- 
mit that this is more difficult in business ad- 
ministration than in most other fields, and 
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that it will be an even more difficult task in 
the future than heretofore. 

There is no single way in which all business 
schools should respond to this challenge. To 
me, the very essence of the intelligent making 
of educational policy is a deep and dual sus- 
picion of general solutions and of the status 
quo. The superior business school is one whose 
faculty is continuously alert to its changing 
environment and which is able to respond to 
those changes with a viable program. Such a 
faculty will also recognize that it cannot shift 
the responsibility for educational policy to the 
business community, for only the faculty can 
balance all the conflicting considerations—in 
short, only the faculty is free to take a longer- 
run view in deciding what is best for its stu- 
dents and society generally. 


Social Responsibilities of the 
Businessman 


At this point I would like to raise a re- 
lated problem that I think will be plaguing 
business educators in the future. This is the 
problem implied by the words, “the social 
responsibilities of the businessman.” Clearly, 
the business manager possesses great power 
for increasing or decreasing the public wel- 
fare. How should he use that power? What 
criteria should he invoke in his day-by-day 
making of decisions? 

In the traditional view of the matter, the 
corporation was operated for the benefit of 
stockholders whose interests and authority 
were represented by the board of directors. 
Managers were the hired hands of the owners. 
Free markets for products, labor, and money 
provided an impersonal and efficient mechan- 
ism for protecting the interests and rights of 
all parties—stockholders, customers, employ- 
ees, creditors, suppliers. It was then argued 
that the sole social responsibility of any party 
was simply to do his job and look out for 
himself, and by that fact the general welfare 
would be served. The argument was similar in 
the case of non-corporate companies. 

Many observers have argued that things do 
not work exactly this way: boards do not 
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represent owners; managers, not directors, 
run things; the emphasis on retained earnings 
for expansion bypasses the money market; 
product markets are increasingly imperfect; 
and so on. The conclusion has been that the 
modern corporation is run by its management 
group which is responsible to no one and 
that the general welfare is not always served. 

Defenders of the traditional view, however, 
maintain that this latter is not at all a de- 
scription of the American economy and that 
the classical statement is still a fairly good 
summary of reality. They cite the restraints 
imposed on management by organized labor, 
government regulations, competitors, and cus- 
tomer resistance. Confusing things no end has 
been the frequent failure to differentiate clear- 
ly between description and prescription. 

In the last ten years expressions of concern 
over this and related issues—pricing policies, 
antitrust, labor-management relations—have 
increased in number, at least among the upper 
levels of corporate managegnent. Quite recent- 
ly, Sputnik and the Soviet threat generally 
have prompted additional questions about tail 
fins and missiles, advertising and education, 
and so on. 

A few business faculties have felt this range 
of issues to be an educational problem—that 
is, one which they had a responsibility to 
study and discuss. Certainly there have been 
a number of instances recently of student de- 
mand for some discussion. But, for the most 
part, business faculties have chosen to stay 
as far from the question of social responsi- 
bilities as possible. I think this is going to 
be increasingly difficult to do in the future, 
like it or not. 

This afternoon’s panel might well want to 
give us some advice in this area. I might add 
that I hope at least one member of the panel 
will agree with me that a three-hour course in 
business ethics by the most ethical member of 
the faculty is not quite the answer. 


What Knowledge Is Important? 


Let us now return to our explorations of 
the environment within which the business 
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school finds itself, and look in particular at 
the academic part of that environment. We 
noted earlier that one of the responsibilities 
of the school of business was the mobilization 
of the university’s resources in the prepara- 
tion of students for business careers. By 
resources, of course, we mostly meant intel- 
lectual resources, that is, ideas or knowledge. 

But what knowledge is important for to- 
morrow’s businessman? The curriculum-maker 
is now in a dilemma: there is no body of 
knowledge represented in the university spec- 
trum which is absolutely indispensable for a 
“successful” career in business, yet nearly 
every subject would be useful. How are we 
to reconcile the competitive bids of chemistry, 
retailing, finance, history, calculus, business 
law, marriage and the family . . . ? 

This is the traditional statement of the 
curriculum problem. Actually, it is only a 
simplification. The additional complication is 
that there is just as much change in the aca- 
demic as in the business world. Nearly every- 
one of the “dazzling developments” cited 
earlier has a direct academic counterpart. 
In the case of science and technology the con- 
nection is clear. Similarly, we are all cognizant 
of recent developments in those areas of the 
social sciences which deal with human be- 
havior. And, as a third example, I draw your 
attention to advances in the areas of mathe- 
matics and statistics. The flow of new know- 
ledge about the use of quantitative techniques 
in the solution of business problems has just 
begun. Although I would be one of the last 
to suggest that business administration is or 
ever will be a science, it can and will become 
more scientific. 

It can be expected that the tempo of activ- 
ity in all these fields and others will continue 
and that the flow of new knowledge will be 
greatly accelerated. The challenge to profes- 
sors of business will be to integrate this flow 
of important but diverse information. 


The Nonbusiness Subjects 


This raises an important problem: is the 
business professor to become a universalist 
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with respect to knowledge? Or is the business 
school to become a university-in-the-small, 
counting on its faculty accountants, mathe- 
maticians, psychologists, historians, lawyers, 
etc.? Of course, neither of these is much of a 
general answer. Nor need we look forward to 
the surrender of the business curriculum to 
the “liberal artists” so that a business degree 
contains everything but business. 

The situation is essentially this: There are 
certain nonbusiness subjects, for example, 
English grammar, with which all college grad- 


uates should be familiar. Let us speak no— 


more of them for they are not part of the 
main controversy. But there are other non- 
business subjects, such as mathematics or 
psychology, which are important to the busi- 
ness student not for cultural but for profes- 
sional reasons. These subjects are either 
directly relevant to business practice or they 
are directly relevant and fundamental to cer- 
tain business subjects which in turn will be 
important to the graduate’s career. This is the 
reason I would join with those who urge that 
the business curriculum contain materials 
from psychology, sociology, etc. 

There remains, however, the question of 
how to integrate these nonbusiness materials, 
and in my view this is one of the most 
neglected questions in business education. 
Social psychology, to pick an example, can be 
taught in a course of that name given by the 
psychology department. Or such a course can 
be given by the business schooi. Or, the ma- 
terials can be taught partly in one business 
course and partly in another, say in the per- 
sonnel, human relations, and organization 
courses. The argument for including certain 
nonbusiness subjects on professional grounds 
is overwhelming; but there is more than one 
way to achieve the desired result. 

I believe that much of the heated discus- 
sion over general versus business education 
comes partly from a failure on the part of the 
generalists to realize that there is more than 
one way to skin this particular cat, and partly 
from the short-sighted resistance of some 
business professors to work such material into 
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their own courses, in marketing, management, 
production, etc. 


Integrating Knowledge 


In view of the dynamic nature of both the 
business and academic worlds, and of our 
expectations that new developments in each 
will come even faster in the future than in the 
past, the business school that fails to solve the 
problem of how to integrate new knowledge 
from other fields and from business will find 
itself bypassed as good students, good jobs, 
and good professors go elsewhere. College de- 
grees in the future will be so common that, 
unlike the recent past, mere possession of a 
degree will guarantee absolutely nothing ex- 
cept an annual letter from the alumni asso- 
ciation. 

I can not resist mentioning one bit of 
historical support: the movement of engineer- 
ing schools and departments of industrial ad- 
ministration into the areas of data processing, 
control systems, and operations research prob- 
lems generally. 

The head of a management consulting firm 
recently predicted that the willingness of 
some engineering faculties to include some 
business courses in their curricula, thus filling 
what has been an academic void, meant the 
eventual disappearance of business schools as 
we now know them. I find the intransigence 
on the part of some business faculties which 
prompts such comments quite discouraging, 
since I happen to be one of those who thinks 
an engineering curriculum containing a few 
business courses is not a very good prepara- 
tion for a management career. 


The Business Subjects 


I have not yet mentioned the bodies 
of knowledge within business—marketing, 
finance, etc. We are all familiar with these 
fields and none of us doubts that they will 
continue to be relevant for the academic study 
of business. There is a great need for increas- 
ing our knowledge in each of them—for 
finding out more about marketing structures 
and processes, about organizational behavior, 
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about information systems, etc. In particular, 
there is a pressing need for increased knowl- 
edge about the subject of management as such. 

Increasing our knowledge in the business 
areas is almost exclusively the responsibility 
of the business faculties themselves. I say 
“almost” because I think the business com- 
munity plays a small but important role in 
academic research. Companies, aside from 
providing financial aid, can help by making 
information available to professors: better 
communication between businessman and edu- 
cator will generate research problems, data, 
and hypotheses that will make for more mean- 
ingful research. Faculties, however, need to 
do a better job of taking the story of academic 
research in business administration to the 
business community. 


The Problem of Size 


Allow me to direct your attention now to 
quite a different kind of problem. This is the 
dual issue of the scope and scale of collegiate 
business education. Consider first the question 
of size. Over 50,000 business degrees are 
awarded annually; every fifth bachelor’s de- 
gree awarded to a man is in business. It is 
predicted that this will increase to more than 
100,000 graduates a year by 1970. 

Considering the inevitable increases in de- 
mand for management development programs, 
for technical seminars and conferences, and 
for the services of professors as business con- 
sultants, we would do well to ask what is 
going to have to give ground, quantity or 
quality. This choice is unavoidable since not 
only are present business school facilities quite: 
inadequate for the expected load, but there 
is hardly a chance in a million that faculties— 
the real bottleneck—can be expanded fast 
enough to maintain present instructional 
standards. Thus: quality or quantity. 

In general, I think, the choice will be in 
favor of quantity and against quality. Some 
Americans have some strange notion of de- 
mocracy in education whereby they would 
rather educate a large number of people bad- 
ly or haphazardly than a smaller number well. 
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I will not argue this issue in a general setting: 
perhaps there are social values associated with 
a lowering of the quality of higher education 
in order to make it available to a larger 
number. But I do argue that this should not 
be true of professional education. 

I would argue further, that the overwhelm- 
ingly undergraduate character of business 
education and the “open-door” policy of the 
past and present in most schools have pre- 
vented the raising of entrance and achieve- 
ment standards as much as has been done in 
some professional fields. Is it outrageously 
undemocratic and therefore undesirable for 
engineering, medical, and law schools to at- 
tempt to protect the quality of their products? 
Are business schools now to be forbidden to 
do the same? Let us reserve the university 
professional school for above-average students 
who are seriously motivated toward preparing 
themselves for professional careers. Average 
and below-average students can get their col- 
lege degrees in liberal arts or in junior 
colleges. 

To those who say that the business com- 
munity needs large numbers of business-school 
trained people, I have a double answer. First, 
as the proportion of high school graduates 
going to college increases, business will find a 
plentiful supply of degree-holders even if we 
in business education insist on expanding 
much less rapidly than higher education gen- 
erally. Second, I argue that the crying need 
in business is for more graduates of above- 
average ability with soundly-based profes- 
sional training in business administration, not 
for more and more mediocre graduates with 
watered-down mediocre business degrees. 


The Scope of Business Education 


Consider, if you please, the other side of 
this issue—that is, the question of the scope 
of business education. Business schools offer 
bachelor’s, master’s, and doctor’s degrees; 
they conduct management and other in-service 
programs; and their faculties engage in an 
academic version of moonlighting known as 
consulting. Thus the business school, like the 
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business firm, has a product-mix problem: 
How should its energies be allocated among 
these competing activities? This has always 
been a problem for the individual professor 
and it will continue so. But it has not in the 
past been the kind of school-wide problem 
that it will be in the future. 

What is the present mix? First, relatively 
more bachelor’s degrees and fewer doctorates 
are awarded in business than in any other 
field. Although there are no numbers on the 
other activities, I would guess that after 
undergraduate and master’s level teaching 
consumes ninety per cent of the available 
hours, the time remaining is divided among 
consulting, management programs and confer- 
ences, and doctoral teaching and research, in 
that order. In other words, a negligible pro- 
portion of our educational resources is devoted 
to the training of future business teachers and 
to the generation of new things to teach. 

How is the product-mix going to change? 
I think, first of all, that schools that attempt 
to keep pace with expanding enrollments gen- 
erally—that is, schools which choose quan- 
tity not quality—will be compelled by the 
pressure on facilities to concentrate almost 
exclusively on undergraduate teaching. Re- 
search, doctoral, and management programs 
will give way, relatively, to the overriding 
“need” to man the blackboards. 


Protecting Other Activities 


Better faculties will realize the folly of 
such a priority scheme and will try to hold 
the line on undergraduate teaching so as to 
protect other activities. Some faculties will no 
doubt concentrate their scarce energies on 
master’s level training. This should be en- 
couraged by all interested parties—students, 
professors, and employers. Similarly, some 
schools who do not now do so will become 
strictly upper division schools not admitting 
students until the junior year. Other schools 
may wish to explore a three-two compromise 
whereby a two-year professional program is 
preceded by three rather than two or four 
years of preprofessional work. 
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Stretching-out the educational process to 
five or six years is justified, of course, only 
for students who can profit by a high-quality 
training, and who stand a reasonably good 
chance of eventually moving into responsible 
levels of business. 

Although many currently-offered manage- 
ment development programs are travesties of 
the notion of higher education, I think that 
the demand for such in-service programs is 
going to increase. This is as it should be, for 
if business faculties do have something im- 
portant to say about current and future busi- 
ness practice, then they have the obligation to 
communicate directly as well as through the 
students they graduate. A substantial effort 
will have to be forthcoming from both busi- 
ness and academic leaders, however, if these 
programs are to be as effective as they should 
be. Schools which are faced with business 
demands for highly specialized curricula 
should look with particular favor on such 
extra-mural programs as a way of satisfying 
such groups without debasing degree pro- 
grams. 

On the whole, I believe that the years 
ahead will require a greater professionaliza- 
tion of business education, not of business, 
please, but of business education. The better 
schools will, I hope and predict, concentrate 
(1) on providing a high quality of profes- 
sional education to carefully selected students, 
(2) on expanding the bodies of knowledge in 
the business fields, and (3) on communicat- 
ing the best of business practice and knowl- 
edge directly to practitioners. This will require 
a deemphasis on undergraduate training. 


The Challenge of Business Education 


Although it may not seem that way, I have 
mentioned only a few of the problems that 
will be confronting business schools in the 
future. For example, I have emphasized the 
“knowledge part” of business competence even 
though I recognize that the professional prac- 
tice of business also involves the skillful appli- 
cation of that knowledge to problems. In a 
professional situation, it is clear that 


knowledge without action is _ sterile. 

On the other hand, please do not conclude 
that the future of business education adds up 
to one big pile of problems and dilemmas. 
Rather, consider that it all constitutes a 
challenge—a challenge to educators and, in- 
directly, to those who’ are in business. 

Clearly this challenge to today’s business 
school as it prepares for tomorrow is one of 
substantial magnitude. It also is a challenge 
that is important for those who are not in 
collegiate business education. Although some 
businessmen refuse to recognize it, and al- 
though some who are not businessmen do not 
like it, it is nonetheless true that business is 
the dominant social and economic institution 
of our time. The wisdom with which it is 
managed and directed may well determine 
whether freedom of enterprise will survive. 
Furthermore, unless managerial competence 
keeps pace with the major environmental de- 
velopments, tensions of such magnitude will 
be generated as to jeopardize not only eco- 
nomic and political stability but also national 
survival. 

Clearly, a substantial part of the responsi- 
bility for the quality and viability of tomor- 
row’s business leadership will increasingly rest 
with the university, particularly with the 
school of business. 

The job confronting the business faculty is 
not an easy one, what with the great uncer- 
tainty arising from a complex and dynamic 
environment—the business world in one direc- 
tion and the academic world in the other. 
Even if we knew exactly what to do, there is 
the other factor of the booming enrollments 
that will be pressing against relatively inelas- 
tic facilities through the decade of the ’sixties. 

The business educator must be forgiven if 
at times he feels he is being asked to hit a 
running rabbit with a rifle which he aims 
with his toes after he finally sees the rabbit 
through the periscope which is mounted on 
the roof of the speeding car in which he is 
riding. But as a member of such a shooting 
organization, I can say that it’s a show I 
wouldn’t miss for anything. 
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© A panelist comments 


A Businessman Discusses 
Education for Business 


te DELIGHTED to have this opportunity 
to participate in the Annual Alumni Con- 
ference of your great School of Business Ad- 
ministration. Essentially, my comments on our 
subject, “Higher Education for Business,” as 
well as those particularly directed toward the 
highly interesting contributions which we en- 
joyed this morning, will be from a background 
of about 30 years with one company, General 
Electric, and my present work which is most 
closely oriented to the subject at hand. 

I have just participated in a company-wide 
task force made up of representatives from 
each of the major functions of the business. 
We have re-examined our company’s position 
with respect to its relationships with educa- 
tional institutions, and have re-defined the 
company’s interest in the field of education. 
This interest, I might add, is from a most 
business-like point of view—the types of 
educational endeavor to which the company 
shall lend its financial support. 

The interest of our company, and I suspect 
this interest may coincide pretty closely with 
most other corporate business enterprises, may 
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moved up to successively more important posts, and 
in 1955 he became Manager of Marketing Personnel 
Development Service. In this post he is responsible 
for college recruiting and training programs and 
maintains a personnel inventory of approximately 
10,000 General Electric marketing people. His organi- 
zation provides a service throughout the Company 
with respect to manpower planning, selection, com- 
pensation, education, and sales training. 
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be stated quite simply under three major 
objectives: 

1. To support educational institutions which 
develop new knowledge and understanding in 
the physical and social sciences and the hu- 
manities, through research and inspired, com- 
petent teaching. 

2. To help to assure an adequate supply of 
better educated manpower for the company 
and for the economy generally. 

3. To work in the building of understand- 
ing of the objectives and potentialities of the 
competitive business enterprise in an indus- 
trial democratic society. 


Michigan Alumni in General Electric 


We feel that on all three of these criteria 
the University of Michigan, and certainly 
including its School of Business Administra- 
tion, ranks high. Of the 34,000 college grad- 
uates who now work for General Electric, the 
ninth biggest supplier is the University of 
Michigan with a total of 542 graduates. 
Incidentally, General Electric employs almost 
9,000 more college graduates than any other 
corporate employer. Of your Michigan dele- 
gation, 402 are engineering graduates and the 


other 140 are from the other schools in the | 


University. I can’t give you a complete break- 
down by function, but I do know that 88 
Michigan graduates are engaged in marketing 
work, the field in which I have the greatest 
personal interest. Of these 88, only 34 were 
recruited on the campus for training programs, 
and the others were “direct hires” into mar- 
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keting work throughout the company. I want 
to return to this fact a little later because it 
emphasizes a point which I shall endeavor to 
make concerning the placement of college 
graduates in industry. 

Having been exposed to the fervor of Mich- 
igan graduates for their Alma Mater—and in 
this respect this devotion seems second to 
none—it comes as a small surprise to note 
that your 542 graduates contribute somewhat 
modestly to our corporate-alumnus matching 
contribution program, having been exceeded 
for example by those of Tufts College, with 
a little more than half as many graduates 
employed. On the other hand, your average 
contribution is more than five times greater 
than that of your brothers in the Big Ten— 
Iowa and Illinois. 


The Gordon and Howell Report 


Certainly the past two years have seen 
greater activity in the analysis and appraisal 
of curricula in both graduate and undergrad- 
uate schools than any previous period. The 
report, Higher Education for Business, by 
Professors Gordon and Howell, all 474 pages 
of it, has obviously been widely read and 
generally acclaimed as highly competent, per- 
ceptive, and I’m sure you'll agree fearless. 
Business papers and weekly news magazines 
tip their hats, and those of us in industry who 
have a tremendous stake in the preparation of 
young people for business, found ourselves 
nodding in agreement as we reviewed the 
report. It seems to me it would be pretty hard 
for anyone in industry to other than cheer for 
a document whuch includes this statement on 
business education: (page 127) “It should 
recognize that businessmen in the decades 
ahead will need a higher order of analytical 
ability, a more sophisticated command of 
analytical tools, a greater degree of organiza- 
tional skill, a greater capacity to deal with 
the external environment of business, and 
more of an ability to cope with rapid change 
than has been true in the past.” The schools 
of business administration will find it difficult 
to fill these needs. 
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The Contribution of College Courses 


After hearing the comments of the speakers 
this morning, I find very little in their obser- 
vations with which I could take exception. 
The thing that impresses me most is the 
clarity with which the problems are identified, 
and the realistic appraisal of what it will take 
to fulfill the needs of business. These prob- 
lems of quality vs. quantity, specialization 
vs. a broad basic preparation for business, 
graduate or undergraduate level, and many 
others, are clearly delineated. I believe I can 
make my best contribution to the discussion 
by presenting a list of observations concern- 
ing what we need and to a certain extent find 
lacking in the business administration grad- 
uates generally, as we find them. You won’t 
be surprised at most of the items on the list— 
only perhaps that a representative of industry 


might identify our needs so much in parallel 


with those recognized by our friends in higher 
education. 

First let me refer to an interesting study 
which was conducted in our company just 
three years ago. Our college graduate em- 
ployees were asked to evaluate their own 
college experience as a preparation for career 
success. 13,585 of our graduates replied. The 
answers to two questions in particular from 
this survey are pertinent to the discussion. 
The first question was ‘What areas of college 
study have contributed most to your present 
position of responsibility with the General 
Electric Company?” The great majority of 
the non-engineering graduates reported the 
most helpful subject area was English com- 
munication. Both written and spoken English 
were cited as of extreme value in business 
success. Many went to some length to com- 
ment on the importance of the individual’s 
ability to communicate easily and clearly. In 
the ranking of the courses English was fol- 
lowed in order by economics, general business, 
mathematics, and psychology. Interestingly 
enough, the engineering graduates placed 
English second only to mathematics. 

The second question of interest was “What 
areas of college study have contributed least 
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to your present position of responsibility?” 
There was a surprising uniformity in the 
replies of non-engineering graduates to this 
question. Almost a standard pattern showed 
foreign languages, miscellaneous sciences, and 
history as the three subjects contributing the 
least. The sciences most frequently mentioned 
as lacking in business value included biology, 
botany, zoology, and geology. You may draw 
your own conclusions to this survey. It is 
interesting to note that it was volunteered 
time and time again that the power to think 
and to analyze a wide range of problems suc- 
cessfully is the true goal of college education. 
The “whole man” concept seems quite strong 
in the thoughts of these people. 


Needed: Ability to Communicate 


In our adult training and education work 
we have identified certain areas which we feel 
we must improve. Here we have designed 
educational experiences of various kinds which 
attempt to provide the missing ingredients. 
Let me mention just two or three of these 
areas. My comments obviously apply to col- 
lege students indiscriminately, and have no 
particular reference to the Michigan grad- 
uates. 

By all odds, the most conspicuous defi- 
ciency in the college graduates we hire is 
their inability to communicate. So much of 
business these days depends upon facility in 
oral and written communication that it’s hard 
to see how a business education is complete 
without it. Even if the job should have been 
done in grammar school and high school, does 
this still mean that the college student should 
graduate in business without a reasonable 
competence here? I don’t mean to infer that 
Doctor Howell brushed off English grammar 
too lightly in his reference to it this morning, 
but somebody has to do this job, and it seems 
to us in business that this should be done 
before we get ’em. I won’t belabor this one 
further but business is a world of reports and 
conferences and communication without end. 

Perhaps I can illustrate how forcefully this 
need comes home to people in business. About 
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15 years ago we developed a course in Gen- 
eral Electric which we now call Effective 
Presentation. It was started by a small group 
in Schenectady, more or less on their own, 
without company sponsorship. Interest grew 
and the course was developed more formally 
through the experienced members becoming 
teachers of new groups. Later, the company 
recognized the value of the program, and 
paid modest instructor’s fees and made the 
course available upon request throughout the 
company. During the past 15 years almost 
40,000 General Electric employees have vol- 
unteered to take this course on their own time, 
and these people represent every function of 
the business—marketing, manufacturing, en- 
gineering, and accounting. I should mention 
that the course includes a final speaking con- 
test for prizes and also a competition for the 
best written essay on a business subject. Thus 
both oral and written forms are equally 
stressed. 


Needed: Understanding of People 


Somewhere, somehow in the curriculum 
we'd like to see exposure to behavioral sci- 
ences—psychology, if you please. The ability 
to get along well with others should somehow 
be stressed in the college curriculum. Those 
courses that aid the individual in the better 
understanding of his or her associates are 
greatly needed. Because of the complicated 
inter-connection in the lives of all of us, a 
better understanding of motivation and lead- 
ership are essential to those who aspire to the 
managerial or professional level. A year-and- 
a-half ago we embarked on a company-devel- 
oped course in the methodology of selling. The 
core of this program is based on what we call 
the “Psychological Aspects of Selling,” which 
is really nothing more than the fundamentals 
of human action and reaction transferred to 
the buy-sell relationship. Nearly 4,000 Gen- 
eral Electric marketing people have taken this 
program, but the interesting point here is that 
employees in other functions are now clamor- 
ing to get in the course. Presumably, they 
realize that everyone of us in business is sell- 
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ing somebody—each other, or the boss—every 
hour of the day. 


Needed: Knowledge of Economics 


We are not satisfied with the elementary 
knowledge of economics which most of our 
college graduates have received. While I rea- 
lize that economics is not a part of the school 
of business administration it is hard for me 
to realize how a business education can be 
completed without a basic understanding of 
economics. A national magazine reported last 
month that Keith Funston, President of the 
New York Stock Exchange, speaking to the 
National Association of Secondary School 
Principals said: “As one well-known financial 
writer has commented, ‘The American econ- 
omy is the eighth wonder of the world. The 
ninth wonder is the economic ignorance of the 
American people.” Mr. Funston further 
stated that economics should be imbued with 
some of the excitement of life; that it can and 
should be made real, and even suggested that 
economics be made compulsory for all stu- 
dents. Certainly there should be no lack of 
emphasis on economics when Doctor Bond 
joins the School of Business Administration 
next fall. 

Over the past ten years our company has 
tried several approaches to the teaching of 
economics. These efforts have included con- 
sultation with certain educators and econo- 
mists in the preparation of text and course 
material. A newly designed course which we 
call “Business Operations in our Changing 
Environment” is currently being offered to 
our employees with very good acceptance. 
While this is certainly not “economics” in any 
very pure sense, it does provide an” under- 
standing of and appreciation for our free 
enterprise system, with emphasis on the re- 
sponsibility of the business to its owners, em- 
ployees and the public, the profit motive, and 
similar fundamentals. 


The Nature and Organization 
of Business 


Would it be possible for the school of 
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business administration to do more to further 
the understanding of the nature of business, 
rather than to focus so much on the manage- 
ment of business? I am not sure I know just 
how you do this, but let’s remember that very 
few people in business ever have the oppor- 
tunity to manage any significant portion of 
it—in the sense of all of its functions. In the 
bigger companies “business” is functional 
work except at the very top of the structure. 
Most of us work in marketing, or manufac- 
turing, or engineering, or finance. An under- 
standing of how these functions integrate to 
produce the business-whole is useful in any 
function. The emphasis on the management 
approach in education causes us some em- 
barrassment in our recruiting programs, since 
we are quite determined that we are not 
identifying and hiring managers at the college 
level. We believe strongly that management 
is earned by certain individuals, who are not 
pre-selected as such, but that there are also 
fine and rewarding careers for men who find 
that they work best as individuals. 

I sense increasing interest in business 
schools in the organization structures of var- 
ious businesses, and how they work. Perhaps 
this subject needs some change of focus to 
put the emphasis on the reasons for an under- 
standing of the way in which any particular 
business is really run, rather than on organi- 
zation forms as such. For example, in Gen- 
eral Electric we have a carefully spelled-out 
theory of decentralization which provides a 
way in which our collective management can 
get its arms around two or three hundred 
businesses. We have no assistant managers, 
no management committees—not that there’s 
anything the matter with these—but some- 
body in top management has to decide the 
rules under which decentralization is played. 
Without them, I’m sure a couple of hundred 
hardy individualists would each run and or- 
ganize his own business according to his own 
tastes and standards, and the result might be 
pretty chaotic. 

On the other hand, Standard of New Jersey 
subscribes to a committee form of manage- 
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ment. DuPont makes most effective use of 
management assistants—every management 
job seems to have its assistant, the “alter-ego” 
I believe he is called. And who can quarrel 
with success like Standard’s or DuPont’s? 


The Universal Truths 


Last week I had a visit from a manager of 
a company which did $50 million in business 
last year. This company, with nine operating 
divisions, grew up under the strong personal 
leadership of a president who wrote a very 
famous book on managing from the bottom 
up. In this company today there is not one 
organization chart or job description—titles 
mean different things in different divisions. 
Top management is now trying to establish 
some standard so that results may be more 
adequately measured. 

The only point in this is not, I submit, that 
different organization theories cannot or 
should not be taught—there must be some 
basic principles that will help—but that the 
educator must be sure that his student emerges 
with the fundamentals of how work is defined, 
individual responsibility established, inter- 
relationships anticipated and provided for, 
and so forth. These are universal truths— 
applicable to the work of the individual as 
well as to the manager of the whole enterprise. 

All of us have subscribed enthusiastically 
to the desirability of broad fundamental 
preparation for business. But are we being 
quite fair to the student who must get a job 
when he graduates? We might also remind 
ourselves that by some trick of fate it’s not 
possible for all graduates to be in the upper 
25 per cent of the class. It is my observation 
that industry recruits and hires functionally— 
for a marketing or sales training program, a 
factory production course, accounting train- 
ing, and so on. Most students appear to feel 
that they need this sort of a training program 
to help to cross the bridge between the theory 
of the classroom and the assignment in indus- 
try. My point is—does the student get enough 
exposure to the functional work of business to 
help him to make an intelligent choice of type 


of work. And are the “other 75 per cent” 
not recruited on the campus—adequately pre. 
pared to go out and get themselves a job? 


On Encouraging Innovation 


Is there any way that entrepreneurship— 
risk-taking—can be reestablished as the price. 
less ingredient of the business leader? Qy 
have we legislated and theorized this business 
trait right out of existence? Could a course in 
the fundamentals of risk and reward, innova- 
tion and daring, encourage some few fine 
minds away from security and conformity as 
a “business way of life”? I know the whole 
business system tends to discourage daring 
at any level—as does the tax structure dis. 
courage daring at the top. It may be that the 
rewards for successful entrepreneurship are 
overshadowed by the penalties for its failure. 
Hence, the middle-of-the-road and the status 
quo look like the safest course. They are—but 
how desperately the innovator is needed by 
business today! 

Rather plaintively I ask if it might be pos- 
sible in the school of business administration 


to encourage a more aggressive seeking of jobs | 


by its graduates. While it’s true that more 
and more employers visit your campus and 
that competition is ever keener for your most 
attractive men, do you encourage positive job 


seeking as contrasted to the “let ‘em fight | 
over me” attituce? Many a graduate now | 
selects his employer from among the eager | 


bidders with something less than thorough 
analysis of his own true capacity to make a 
contribution. Actually, the honeymoon in bus- 
iness is over pretty quick. The graduate who 
gets off slow and waits for further wooing 
when he’s on the payroll may be in for a 
rough jolt. Maybe there would be much less 
job changing in the first five years out of 
school, and many fewer bruises, if the grad- 
uates were taught to seek his company as his 
first major business decision. 


Corpor ations as Educators 


In a recent article Dr. Sidney Schoeffler, 
University of Massachusetts, advanced the 
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proposition that business corporations are 
supplanting the traditional schools as the 
principal educational institutions in our so- 
ciety, in terms of: 

—the number of people affected, 

—the length of time over which people are 

influenced, 

—the number of areas of our lives that are 

concerned, 

—the importance of the things “taught.” 

I would personally substitute the word 
“supplementing” for “supplanting” in describ- 
ing the corporation’s educational activities. 

At General Electric, for example, we esti- 
mate that more than 35,000 employees are 
currently participating in one or more of the 
company’s educational programs. These range 
from more than 1,000 courses in factory skills, 
through 27 advanced technical courses for 
experienced scientific and engineering em- 
ployees, and on to our Management Research 
and Development Institute where advanced 
courses of study engage hundreds of employ- 
ees in various advanced courses during any 
particular year. These advanced courses are 
based on our conviction that training in the 
fast-changing techniques of managing, mar- 
keting, finance, or other functional work can 
best be accomplished as a supplement to hold- 
ing down a job—at a time when the job itself 
is the laboratory, and where the advanced 


education builds from a base of extensive 
experience. 


Qualities Desired in Graduates 


In summary, the foregoing observations 
boil down to these basic qualifications which 
we hope the school of business administration 
will somehow instill in its graduates: 

1. An acquaintanceship with the functional 
tools of business and how they integrate—in 
other words, a feeling for how the various 
parts of the business machine fit together to 
keep it running smoothly. 

2. A realistic knowledge of the characteris- 
tics of the major industries and the nature of 
business organizations. 

3. Skill in communications, both in speak- 
ing and in writing—and listening! 

4. An understanding of people and a feel- 
ing for the reasons for their behavior. In- 
cluded here is the ability to be a leader and 
a follower, as required. 

5. Ability to organize and manage himself 
-—his own knowledge, effort and development. 

6. A sense for attacking and solving prob- 
lems—an orderly approach, including the de- 
termination of alternative courses of action, 
finally leading to a recommendation. 

7. A determination to continue to study 
and learn. 

It’s a big order but not beyond your ability 
to produce! 


A BOOKLET ABOUT DEPRECIATION 


Businessmen concerned about depreciation—and es 


cially about the inconsistencies 


between depreciation for tax purposes and depreciation in financial statements—may 
find some of their questions answered in a bulletin just published by Dartmouth’s Amos 


Tuck School of Business Administration. 


Just 23 pages long and in businessman’s language, “The Many Sides of Depreciation” 
is by Professor Leonard E. Morrissey of Tuck’s accounting faculty. Like its 22 forerunners 
in the “Tuck Bulletin” series, it was prepared and published under a grant from the 
Alfred P. Sloan Foundation. Single copies are free on request to Tuck School. 

Depreciation, of course, is the process of allocating the costs of buildings, machinery 


and equipment over their expected useful lives. 


But how should you estimate a new asset’s useful life? Which of a number of allo- 
caticn methods is the most equitable and realistic? And finally—a question especially 
important in this era of inflation—which of an asset’s “costs” is the one that matters: 
what you paid for it, or what you'll have to pay to replace it? 

Professor Morrissey looks at the subject especially in the light of the 1954 Revenue 
Code. About half the bulletin is devoted to accelerated depreciation; he shows its 
advantages and some of the difficulties it has created. 
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© A panelist comments 


An Educator Discusses 


Education for Business 


AM SURE you will agree with me, after 

listening to the two fine presentations this 
morning, that it is unwise for the business 
schools to be concerned with specific training 
for industry. The procedures used by indus- 
try are changing so rapidly that specific train- 
ing quickly becomes obsolete. Moreover, it 
seems to me, industry has a comparative ad- 
vantage in doing their own training, and that 
we in education have little to gain by compet- 
ing with industrial training programs. 

It would appear logical, therefore, that in 
designing a business program we should give 
more attention to the development of the 
students’ analytical and logical abilities than 
we have in the past. I believe the best product 
of a business school is a well-trained mind 
with enough, but no more than enough, 
knowledge to enable the student to learn 
quickly once he is on the job. In this connec- 
tion I think the business student should also 
understand the power of statistics and mathe- 
matics and have some experience in applying 
the tools to the many challenging puzzles and 
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problems encountered in business. In short, it 
seems to me that the emphasis both at the 
undergraduate and graduate level of business 
education should be in the development of 
analytical abilities and the willingness to ac- 
cept the responsibility for decisions made 
under conditions of extreme uncertainty. If 
we accept this statement as an assertion of 
our general objectives in business education, 
the kinds of curricula which we shall develop 
will be quite different from the kinds of cur- 
ricula we would develop if we were to empha- 
size training for the first job. 


The Proper Curriculum 


In this connection, I should like to com- 
ment briefly on what some people have called 
“toe hold” education. We have frequently 
asserted that we should train the student for 
his first job and let his innate abilities carry 
him on from there to other jobs he will en- 
counter in industry. In his first job he prob- 
ably will not need a managerial point of 
view. Nor will he need sophisticated decision- 
making techniques or a detailed understand- 
ing of prganizations and the way in which 
people perform in different kinds of organiza- 
tional environments. I don’t believe many 
special skills are necessary to get a “toe hold” 
in American industry. As I said before, I 
believe the universities do not have the com- 
parative advantage in this kind of educational 
preparation and that to use the university 
resources to do this kind of an educational 
job is a mistake. Indeed, it seems to me that 
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if our students are going to learn effectively 
from our business environment once they 
have entered a business job they will need 
much more than those beginning skills which 
our business schools have emphasized. 

It seems to me that our curricula should 
emphasize problem-solving proficiency, using 
to the extent that is possible the tools of mod- 
ern statistical analysis and the knowledge of 
the behavioral sciences. In the process of 
teaching students to face problems we should 
also (if we do our job effectively) develop an 
appreciation on the part of the student of the 
exciting and satisfying nature of a business 
career. I have never been able to see why we 
should use artificial problems in courses in 
logic and mathematics when the world 
abounds with real business situations which 
are dramatic and thrilling in solution and 
which will confront the young businessman 
the minute he accepts managerial responsi- 
bility. 


Problem-Solving Technique 


The business schools have a unique oppor- 
tunity if they are willing to grasp it. The 
problem-solving techniques which have evolved 
out of the growth of science, mathematics 
and statistics are powerful. It is sometimes 
said that the liberal arts colleges are supposed 
to develop these problem-solving techniques 
and that there is little to be gained by having 
these skills developed in a business school. 
But the teachers in liberal arts colleges do 
not, for the most part, understand the nature 
and complexity of the business world. In 
many cases the liberal arts teachers are dis- 
dainful of business and the nature of the 
puzzles faced by businessmen, I find ap- 
preciation among these teachers of the cal- 
culated risks taken by all businessmen to 
make far-reaching decisions in an ever-chang- 
ing and ever-challenging world of uncer- 
tainties. 

The unique opportunity of the business 
schools is to use the puzzles and problems 
which businessmen are constantly facing to 
develop problem-solving skills in their stu- 
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dents. The program can be as rigorous and as 
general as those of our best liberal arts col- 
leges, but it can also as a by-product develop 
an understanding and appreciation of the role 
of business in the American society. 

Therefore, as you might guess, I heartily 
approve and endorse the general structure of 
the Ford and Carnegie reports. 

But I think it would be unwise of us to 
ignore some of the problems which are going 
to be involved in applying the principles laid 
down in these reports to business education. 

Applying the Principles 

It is going to take a great deal of coopera- 
tion from the other schools on our campuses 
and from scholars deeply involved in the poli- 
tics of their own professions. The business 
schools may, in fact, have to hire their own 
teachers of the social sciences and humanities, 
psychology, etc., if this job is going to get 
done. I have been impressed by the unwilling- 
ness of many of our teachers in the liberal 
arts colleges to put down their preoccupation 
with the counting of commas in Shakespeare 
or the construction of detailed tests in psy- 
chology to develop an appreciation on the 
part of their students of the basic ideas in 
their disciplines and the way in which they 
can be applied and used in real life situations. 
The plain fact is that many of our liberal arts 
colleges are not teaching the liberal arts; they 
are just as professional and just as occupied 
with training as it has been alleged our busi- 
ness teachers are. The only difference is they 
are interested in training students to count 
commas, construct tests, measure eye-ball 
movements, or all of the other technical com- 
petences in their own areas. 

I think we are also going to have to be 
more concerned in our business schools with 
the undergraduate careers of students. We 
have tended to divide the student’s college 
career into two parts—the academic portion 
and the non-academic portion. Our business 
students are going to be men of the world; 
they are going to be involved in all kinds of 
activities—and I have never been able to 
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understand why we in business schools do not 
use the extra-curricular activities on campus 
as part of our general preparation for busi- 
ness. It seems to me that we should have at 
least two interviews a year with each student, 
in which we ask him to discuss with us his 
vocational objectives and the way in which 
his academic and non-academic activities are 
contributing to these objectives. In many 
cases the student’s activities in the Student 
Union are just as valuable as a preparation 
for business as are his advanced courses in 
marketing and it is high time we realized this 
and began to use this activity as part of his 
educational experience. 
Social Responsibilities 

In addition to an emphasis on problem- 
solving, using the materials from business, I 
also find myself in agreement with Dr. Howell 
that the business schools need to be concerned 
with the social responsibilities of businessmen. 
The economic system is constantly being re- 
made. The environment in which businessmen 
find themselves is constantly changing and I 
believe that businessmen should be leaders 
in the public discussion that surrounds this 
changing economic situation. To what extent 
should the market be modified to take account 
of social costs which are not reflected in pri- 
vate costs? To what extent should labor 
unions be permitted as an offset to the alleged 
power of business? These are questions which 
businessmen should be experts in discussing. 
It is a shame that many of our students leave 
schools of business without any more compe- 
‘tence to discuss these issues than students of 
medicine or law. 

I also agree with Dr. Howell that our em- 
phasis in the future should be on the quality 
rather than quantity of students and that we 
should be prepared, as are the other profes- 
sional schools, to eliminate the students who 
are either unable or unwilling to do a highly 
professional job. It is unfortunate that we 
have allowed ourselves to become a dumping 
ground for the other professional schools. The 
plain fact is that the puzzles and problems 
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faced by businessmen are just as important 
as those faced by lawyers and doctors, and 
we have just as much right to insist on high 
quality as they. If we emphasize, as I haye 
urged, that we should have a high degree of 
competence in solving complex problems, | 
think we will eliminate those students who 
want their college experience to be without 
challenge. 


Special Mission of State Universities 


It is, however, important in insisting on 
quality that we in the state universities con- 
sider our special mission. Typically, our 
students come from modest homes, from 
automobile and _steel-workers families, from 
the farms, etc. Our task, it seems to me, is to 
prepare these inherently bright and capable 
students for positions of responsibility in in- 
dustry. We are the first rung on the ladder 
to success in the world of practical affairs, 
Our students are not abstract thinkers; they 
are not inherently interested in cultural sub- 
jects; but they are bright. In fact, they are 
the only raw material which we can hope to 
use in any quantity in building the industrial 
strength of America. Our job is to constantly 
replenish the stock of managerial ability from 
homes of modest economic and cultural re- 
sources. If we fail to do this we shall have 
failed in our mission. 

It would be nice if our students were all 
interested in a four-year liberal arts program 
plus a two-year M.B.A. program. But the 
facts of life for us in the state universities 
are different. Our students, although intelli- 
gent and interested in practical affairs, want 
to get a job as quickly as they can; they want 
to get started. 

Therefore, it seems to me we have a special 
responsibility—the responsibility of interpret- 
ing the spirit of the Ford and Carnegie re- 
ports for the kinds of students we in the state 
universities get. This does not mean we should 
compromise on quality, but it does mean that 
we should not insist that the prescription laid 
down for business education in these reports 
are entirely applicable to our situation. 
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To be specific, the Ford and Carnegie re- 
ports call for a two-year M.B.A. program. 
| think that it would be a mistake for all of 
ys to follow this prescription. I think we 
might very well have a two-year M.B.A. pro- 

for the students coming to us from the 
liberal arts colleges, but there are many other 
kinds of students we also have to serve. 


The Master’s Program 


The four-year engineering student is a case 
in point. He comes to us with his specialty 
already developed. He has a “toe-hold” in 
American industry before he goes to graduate 
school. I think that we should be prepared to 
design a one-calendar-year curriculum for this 
student. It should help him achieve an under- 
standing of the administrative process in in- 
dustry. It should develop an understanding 
of the role of the social sciences in business 
and it should broaden his understanding of 
the society in which he lives. It would be nice 
to have the luxury of a two-year graduate 
program to accomplish these and other ob- 
jectives, but the fact is that these students 
are anxious to get started, and with their 


_ backgrounds I can well understand their 


anxiety. 

I am inclined to think that we do not need 
to sacrifice quality if we offer a calendar-year 
master’s program, specifically designed to be 
added to their undergraduate training in 
engineering and science. Later on it is entirely, 
possible that these students will come back 
for additional work in executive development 
programs and that the appropriate education- 
al experience for them is a one-year post 
graduate course and a series of educational 
programs once they are in industry. 

Similarly the four-year undergraduate busi- 
ness student should not be required, in my 
estimation, to take two more years in order 
to complete a M.B.A. It seems to me that we 


_ Should be able to design a high-quality one- 


calendar-year program which would (1) 
broaden his understanding of the social 
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sciences and their application to business; 
and (2) develop a specialty he can use in 
his first job, whether it be accounting, mar- 
keting, finance, or what have you. 

Whether you accept these examples as 
being good ones or not, I think my point is 
still valid—that we should insist on quality 
but not on uniformity. The American educa- 
tional system, fortunately, has never insisted 
on uniformity; and I think it would be a 
mistake now to permit these reports to be 
used as a means of driving us toward uni- 
formity. 


Importance of Research 


Lastly, it seems to me we need to empha- 
size, as Dr. Howell has, the importance of 
research and Ph.D. programs in business. 
I am inclined to think that the staff man in 
industry needs more than a two-year M.B.A. 
program to get him ready to carry staff re- 
sponsibilities, particularly in the fields of 
operation research and computer simulation 
of business problems. In addition, we shall 
need a large number of new teachers in busi- 
ness, and Ph.D. programs will be important 
in the staffing of our future schools of 
business. 

We in the state universities might very well 
put major emphasis on research and high- 
quality doctoral programs. We have, after all, 
access to excellent mathematics and social 
sciences departments and our programs can 
be large enough to achieve that “critical mass” 
necessary for good doctoral programs. 

Again, let me congratulate the authors of 
the two morning papers for a job well done. 
It would appear that they too agree that the 
major product of a business school should be 
a well-trained mind with an understanding of 
the challenging nature of the problems con- 
stantly being faced by businessmen in a dy- 
namic and innovative economy and a willing- 
ness—despite uncertainty—to-: participate in 
finding solutions for these problems. Our prob- 
lem now is to translate this objective into a 
new educational program for business. 
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e The present programs and possible changes 


Higher Education for Accountants 


in Business and the Profession 


think the evidence is accumulating very 
rapidly in support of my conviction that 
the curriculum of any of our better schools 
of business administration ten years from now 
will be significantly different from those of 
today. The list of schools that are abandon- 
ing the conventional presentation of beginning 
accounting in favor of a course such as quan- 
titative control is growing, and I am not 
ready to say but what this is a movement in 
the proper direction. I think this change is 
merely indicative of a shift in emphasis that 
is taking place in many quarters, away from 
a wide variety of highly specialized courses 
in favor of fewer and more fundamental 
courses. I favor this general change in em- 
phasis. My principal concern is whether or 
not, as we move away from this undesirable 
diet of overspecialization, we don’t go so far 
in the opposite direction as to become anemic. 
First, examine for a moment the shortcom- 
ings as I see them in what we have been doing 
in our universities in the past to prepare 
young men for accounting careers, particu- 
larly careers in public accounting. Before I 
go further, I think I should say that it is my 
opinion that desirable education at the uni- 
versity level designed to prepare a young man 
for public accounting would not differ in 
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material respects from what I would consider 
to be likewise good academic training for a 
career in industrial accounting. 


Slanting Toward the CPA Examination 


In my opinion there has been far too much 
emphasis in the majority but not in all under- 
graduate schools of business administration 
on preparation for success in the CPA exam- 
ination. I don’t think any one group has 
intentionally slanted the typical curriculum 
in this direction because it is a fact that large 
numbers of young men aspire to professional 
careers in accounting, others want to sample 
the profession long enough at least to attain 
professional status before taking up careers in 
industrial or governmental accounting or 
teaching. I want to point out, however, that 
some universities have gone to much greater 
extremes than others in this slanting of cur- 
riculum toward the CPA examination, and 
here—as in all other matters—extremes get 
us into difficult and untenable positions. 
Much of the responsibility for curricula that 
are especially heavily flavored with CPA 
preparation rests with the profession itself 
and the manner in which it has designed the 
examination that must be’ passed to enable 
one to enter the profession. I will have more 
to say on this point later. | 


Specialized Accounting Courses 


The “CPA extreme” has later given rise 
to other and purportedly offsetting extremes 
in some cases. One way, of course, to meet 
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the criticism that a curriculum is heavily 
loaded in favor of the CPA profession is to 
introduce a course in controllership and step 
up significantly the number of advanced 
courses that are offered in areas such as cost 
accounting and budgeting. 

It is my view that there would be no need 
for any of these rather specialized courses if 
we would hold our accounting instruction to 
the point where it should be—namely, to the 
development of a sound understanding of the 
principles and relationships in accounting as 
well as the uses to which the accounting is 
put by business managements. I think we 
have made serious errors in the past at some 
of our schools by allowing the accounting 
curriculum to become seriously cluttered with 
accounting specialty courses such as account- 
ing for the cement industry, accounting for 
cemeteries, accounting for public utilities, etc. 

Please do not misunderstand where my 
sentiments lie in this particular matter. I 
have no objection to a university offering 
specialized courses provided that they do not 
creep into the curriculum of the four-year 
undergraduate to the point where he is de- 
prived of nonaccounting courses that he needs 
far more. I must admit, however, that I have 
some reservation about the propriety of such 
courses even at the graduate level, because it 
has been my observation that many of these 
specialities are acquired and mastered far 
better after the young man has gone into 
industry or the public accounting profession, 
instead of trying to acquire them in an aca- 
demic atmosphere. 

I would also make the rather dangerous 
observation at this point that as a general 
rule the stronger the university is in its aca- 
demic accomplishments, the stronger it seems 
to be in its ability to resist the temptation to 
offer all of these highly technical and highly 
specialized courses. Another way of making 
somewhat the same point is to say that the 
number of accounting courses offered in a 
university seems frequently to be in inverse 
ratio to the number of accounting staff 
members. 


1960 


Shortcomings of the First Course 


Those of you who have done any recruiting 
of accounting talent at universities this year 
will readily agree that the available talent is 
running far short of the available supply. 
Whether we can hold out until the late 1960s 
when an abundance of talent is supposed to 
be arriving is a matter of touch and go. Prob- 
ably the most disturbing news to those of you 
who are engaged in accounting is the report 
that a declining percentage of those who are 
in the schools of business administration are 
taking accounting. I lay some of the blame for 
this at the door of the university accounting 
professors, and I do so because I hear reports 
too frequently from outstanding graduates of 
schools of business administration that at one 
time they were interested in accounting but 
became rather discouraged about pursuing 
the subject further because of the manner in 
which the first and required course was pre- 
sented. Obviously, not all schools are pre- 
senting their beginning course in the same 
manner, so any generalization is unwarranted, 
but I am quite sure that the beginning course 
at many universities is taught in such a tech- 
nical, rote-memory fashion by graduate assist- 
ants who are experimenting with a possible 
interest in teaching that too many of the very 
type of students that we need most are dis- 
couraged and find nothing particularly invig- 
orating and challenging about accounting. 


Influence of the Profession 


The sins of accounting, especially profes- 
sional accounting as opposed to industrial 
accounting, are just as glaring and readily 
identified as some of those academic short- 
comings to which I just made reference. In 
some respects, university people have been 
more ready than practicing professional ac- 
countants to experiment with change and to 
introduce something new when related condi- 
tions indicate a need for change. 

In the CPA profession we continue to give 
just about the same examination today as the 
one we gave twenty years ago. Under such 
conditions you can hardly blame the univer- 
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sity if it continues to steer about the same 
course in preparing its people for the CPA 
examination. 

Quite apart from the influence of the CPA 
examination, those of us who are in industrial 
and public accounting must present a rather 
pathetic picture to university people when 
we try to respond to their questions about 
the content of academic preparation we would 
like them to give. Those of us who are in 
public accounting cannot agree on a single 
answer, and I know those who are in indus- 
trial accounting have a comparable problem 
that seems to be at least as insoluble. 

Too often we think of the public account- 
ing profession as being a segment of our busi- 
ness community that is fairly homogeneous 
in nature, at least sufficiently homogeneous so 
that it should not be too difficult to get public 
accountants to agree on what kind of educa- 
tion gives the best preparation. 

Nothing could be further from the truth. 
Our profession includes large numbers of sole 
practitioners or very small practitioners, many 
of whom are practicing in rural areas or in 
smaller communities. These men make up 
individual and small business tax returns by 
the dozen, render bookkeeping service, and 
only occasionally render opinions in connec- 
tion with the certification of financial state- 
ments. 


Different Accountants, Different 
Interests 


When this practitioner tells the university 
the type of academic preparation that he 
hopes they will give to the young man that 
he employs, he naturally writes his specifica- 
tions to fill his needs. He hopes the young 
man will have enough accounting knowledge 
in enough different areas so that he can soon 
operate on his own. He hopes the young man 
will know quite a lot about taxes and how to 
fill out tax returns, he hopes he will have a 
knowledge of municipal and fund accounting 
since some of the sole practitioner’s clients 
will undoubtedly be in this area, and, finally, 
he hopes that the young man will be quite 
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skilled at designing and maintaining account. 
ing records. 

At the other extreme, in our profession yoy 
will find the large national firm with hundreds 
of employees, each of whom as he progresses 
in his firm becomes more and more specialized 
in a particular field such as taxes, manage. 
ment services, operations research, production 


control, etc. This firm will probably also haye _ 


extensive training facilities making it possible 
for the firm to fill in and round out the train. 


ing that the university man has acquired | 


prior to graduation. As a general rule, this 
firm will place its emphasis on quite different 
features of academic preparation as compared 
with the sole or small practitioner. 


Is a Five-Year Program Desirable? 


Whatever we do as we try to design the 
program of higher education for business let’s 
not foreclose the possibility of a young man’s 
getting himself reasonably well prepared aca- 
demically for a career in business by the time 
he is 22, after he has spent only four years 
in college. 

We have had a great deal of talk about the 
need for a fifth year of college in order to 
prepare a man adequately for the public ac- 
counting profession. I have been a bit hesitant 
to accept this suggestion because I have been 
afraid that the fifth year as conceived by 
many would consist of additional specialized 
courses in accounting superimposed on an 
undergraduate curriculum, 25 to 50 per cent 
of which was spent in the study of accounting. 

I am a staunch advocate of education be- 
yond the first four years for those who can 
afford and desire it. I think most public ac- 
counting firms would like to hire nothing but 
MBAs if they were available in sufficient 
numbers, so let the record be clear that no 
one is here trying to detract from the benefits 
to be derived from postbaccalaureate educa- 
tion. I am simply expressing concern over 
whether or not we are ready at this point to 
say that no man is really prepared for a busi- 
ness career if he has spent only four years in 
college and if the business or profession which 
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he wishes to enter expects him to have enough 
training in one area of concentration to enable 
him upon graduation to contribute to the 
productivity of his employer, instead of mere- 
ly presenting himself as a candidate for further 
training. 

When I express this concern I think my 
alarm is justified. Common sense seems to 
tell me that if we were to conclude that the 
well-educated undergraduate in business ad- 
ministration will not concentrate beyond, say, 
twelve semester hours in any subject, but 
must spend five or six years in college in 
order to gain further qualifications in any 
special area, we are saying in effect that the 
four-year graduate will have difficulty finding 
a place in public accounting immediately 
upon graduation. 

I don’t know how accounting recruiters in 
industry will be attracted by this very gener- 
ally trained young man. Perhaps they can 
now absorb him more readily because their 
training programs ordinarily cover a longer 
period of time and are designed to provide for 
the less specially trained graduate than would 
be the case in the public accounting firm. It is 
possible, of course, that public accounting 
firms may have to meet the situation by pro- 
viding more extensive training in accounting 
theory and practice than they have in the 
past, if they want to employ this new-style 
four-year graduate. 


Are Broadening Courses Needed? 


Those who would broaden our present- 
ly overspecialized curriculum often suggest 
courses in subjects such as Psychology and 
Social Responsibilities of the Businessman. 
Some seem to feel that every educated bus- 
inssman must have had enough academic 
training in psychology to enable him to psy- 
choanalyze his business associates in order to 
perform successfully his job as an administra- 
tor. | think others may conclude that the 
introduction of a three-hour course in social 
responsibility into a badly balanced curricu- 
lum will serve as a cure-all. 

It has been my observation over the years 
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that some men have natural rather than 
developed talents as administrators; others 
never seem to be able to administer people. 


: Furthermore, social responsibility seems to 


me to be a more or less built-in quality that 
some men have while others are deficient. 
Perhaps social responsibility is more akin to 
honesty, truthfulness, etc. 

Obviously I think it would be desirable, in 
fact quite necessary, to point out to each 
young man who intends to enter business 
what his social responsibilities will be in his 
chosen career, and I’m also sure he could 
benefit from a modest amount of applied 
psychology. Perhaps the easiest and most ef- 
fective way to provide for the academic devel- 
opment a young man studying for a business 
career in these areas is to weave social respon- 
sibility and applied psychology into regular 
core courses, instead of dealing with these as 
separate courses. 


The Important Objectives 


Let’s so design our curricula and our meth- 
ods of presentation of courses that students 
are given abundant exercise in learning how 
to think, how to separate the important from 
the unimportant, how to identify and weigh 
the pros and cons even when the evidence is 
sketchy, and, finally, how to reach reasoned 
business decisions. The academic contribution 
to the development of young men looking to 
careers in business must be along the lines of 
teaching them how to use their mental equip- 
ment in solving problems, some of which don’t 
exist at the time when these men are getting 
their academic preparation. 

I make a special plea that in our anxiety to 
de-emphasize or eliminate the bad features of 
our present setup we do not, by academic fiat 
or by extensive research, provide for the ex- 
tinction of the public accounting profession. 
This profession is a very important segment 
of our business society, and I am sure it will 
continue to function no matter what happens 
in the field of academic preparation for the 
profession. What is done in designing cur- 
ricula, however, will have a most significant 
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effect on the caliber of the people who enter 
the profession and the level of their per- 
formance. 


Significance of Regulatory Laws 


One point that has been getting less atten- 
tion than it deserves, in my opinion, is the 
fact that the public accounting profession 
and the right to practice it are regulated by 
law. Of course, it is because of the public 
interest that regulation is required, and no 
one would want to have inadequately pre- 
pared people authorized to practice. 

Neither would it be in the public interest, 
however, if we were to make the period of 
preparation for the profession so long as to 
discourage so many people from entering the 
profession, thus leaving us with an inadequate 
number to service the public. I get a bit wor- 
ried about this point when I see people advo- 
cating periods of preparation that run much 
beyond four years, and closing the door on 
the four-year route. 

None of us, academicians or practitioners, 
has complete freedom to carve up the curricu- 
lum as we please in this area if, for example, 
the law regulating accounting in a state says 
that every applicant for admission must have 
20 semester hours of training in accounting, 
sometimes in specified courses, to qualify. It’s 
easy to say that we should change the CPA 
laws to make them more general in their 
educational requirements, but this is a very 
difficult thing to do. Many legislators feel 
that a profession that is important enough to 
regulate in the public interest must have sub- 
stantive areas of prerequisite academic prep- 
aration. In the meantime, I think we must 
keep these regulatory laws in mind as we 
design our curricula, particularly for the four- 
year undergraduate offering. 


Possible Curriculum Changes 
I believe that the more enlightened segment 
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of our profession is today ready to compro. 
mise and eliminate from the present academic 
curriculum some of the highly technical anq 
specific portions. I am reasonably sure that 
they are not ready to go as far in this com. 
promise as to accept some of the curricula Bi 
that I have seen proposed. — 
I think many of us in industry and in the | 
profession, who are looking to universities as _ 
our source of accounting personnel, would be | 
very content to see the four-year graduate | 
limited in his choice of subjects to 20 or not. M 
over 25 semester hours of accounting. This 
would leave the door to the profession open | level 
to the 4-year man. one | 
With this limitation imposed on the under- (EP. 
graduate program, I for one would be de- Eur 
lighted to see a fifth year as rather standard | The 
preparation for the profession, but here again {ort 
I wouldn’t want to see more than 50 per cent _ obse 
of this additional year devoted to accounting — rela 
subject matter. envi 
These may be most opportune times in _ by' 
which to experiment with less specialized col- whe 
lege curricula. Times and profits are good. _ inst 
In a period of scarcity of talent an accounting — whe 
recruiter’s tolerance is high and his resistance __ ienc 
is low. We are much more prone in times like | ] 
the present to hire the man more for his fu- 
ture potential than for his productivity next | assi 


winter. These attitudes and tolerances could 
shift. mir 

When we discuss this question of Higher Te 
Education for Accountants in Business and aut 
the Profession and express somewhat con- _ offe 
trary opinions as to what is ideal, we may be mo 
talking about extremes neither of which are 
acceptable. While we eliminate overspeciali- 
zation from the curriculum let’s not go so far / 
in the opposite direction as to shut off com- —_ 
pletely the output of four-year graduates who 
are ready and qualified for immediate pro- bar 
ductivity in business. 
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Business Education in Europe 


Y exposure to European educational proc- 
esses at what we would call the collegiate 


level came as the result of my employment for 


oe year by the European Productivity Agency 
(EPA), a division of the Organization for 
European Economic Cooperation (OQEEC). 
The privilege of being associated with EPA 
for this year provided a unique opportunity to 
observe policies, practices, and philosophies 
relating to business education in a variety of 
environments. My opportunity was enhanced 
by the fact that EPA did not “send” me any- 
where; I went only where I was invited (by 
institutions that paid part of the bill), and 
where EPA felt that my knowledge and exper- 
ience in business education might be helpful. 

In order clearly to limit the scope of my 
comments, it should be understood that my 
assignments were only as follows:— 

1. Birmingham College of Technology, Bir- 
mingham, England. This is one of the few 
Technical Colleges in that country to be 
authorized by the Ministry of Education to 
offer work at the graduate level. I was three 
months at this College, not just in the midst of 
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From September 1958 to September 1959 he was a 
consultant to the European Productivity Agency, 
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experience was supplemented from October 1959 to 
February 1960 by sabbatical leave inquiries into fin- 
ancial affairs in Germany, Holland, Belgium, and in 
“The City” of London. 
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fog, but also in the center of a very interesting 
and aggressive industrial area. 

2. College of Technology, Sunderland, Eng- 
land. Here I spent. two months in a very differ- 
ent area, one with quite different economic and 
social problems. 

3. Institute Superiore per Imprenditori e 
Dirigenti d’Azienda (Graduate School for 
Managing and Directing Business), Palermo 
(Sicily), Italy. For three months I worked 
and traveled in what, to say the least, is one 
of the less developed areas of Europe. 

4. Institut European d’Administration des 
Affaires (European Graduate School of Busi- 
ness Administration). My three months in 
Paris I spent helping to develop the financial 
management phase of the program for this 
new international educational project. 

Subsequent to these assignments travel time 
in Germany, Holland and Belgium provided 
some additional experiences related to business 
education. 


On Generalizations 


One thing above all others that I learned 
from this experience was the danger and fal- 
sity of generalizations; yet I must immediate- 
ly begin to use them. Number one is that 
European business education as I saw it 
looked 40 years younger than its American 
counterpart. As most of us would agree a bit 
of being “younger” would not be such a bad 
idea, and this characteristic of the European 
situation could be an advantage. However, 
there are in European industrial and educa- 
tional circles certain traditions, customs, and 


29 


1pro- 
emic 
and 
that 
der- | 
de- 
ard 
rain 
ent 
‘ing 
in 
od. 
ing 
nce 
ike | 
fu- 
ext | 
ild | 
ler 
nd 
be 
re 
ar 
10 
= 


ideas much older than ours, and these ancients 
are often in conflict with the younger and new- 
er ideas of education and training for business. 

There is a stirring and a feeling of the need 
for the development and training of business 
managers—a need to train them faster and in 
greater numbers to meet and match the grow- 
ing pace of technical productivity. But another 
fairly safe generalization is that most of the 
universities and colleges in Europe have done 
little or nothing to respond to this stirring 
within industry nor to help meet the special 
needs that are beginning to be recognized. 
While there are some signs that this generali- 
zation may someday become untrue, it remains 
until today that other institutions and de- 
vices have had to be used to answer the de- 
mands for training in the field of business 
administration. Thus, in spite of a growing 
realization of what business education can 
accomplish, there are impediments to progress 
lying both in industrial and in educational 
circles. 

The resulting road blocks have not stopped 
the beginnings and considerable development 
of upper level business education programs, 

but they have diverted them along certain 
lines. The preparation and training of college 
teachers has been definitely handicapped by 
lack of university interest in the field; this 
has meant that much of the teaching that has 
been and is being done is offered by practition- 
ers—most or many of whom work at the 
teaching job only on a part-time basis. 


Types of Educational Institutions 


The European Productivity Agency through 
a number of its projects has in the last three 
or four years gone beyond programs designed 
to equip teachers of technical subjects per- 
taining directly to physical productivity on 
farm and in factory and has entered into the 
realm of management teacher training. The 
project on which I worked is one of bringing 
American teachers into European institutions 
to advise on matters of curriculum and to as- 
sist in getting native teachers ready to take 


30 


posts in the field. Also EPA has sent and cop. \ 
tinues to send young European teachers tg 
American business schools to learn the pos. 
sibilities and limitations of American methods 
as applied to the teaching of business admin. 
istration in the European environment. 

But where do these teachers teach, if the | 
universities have no part in the picture? Where 
do students go who wish to learn what can be 
taught at the collegiate or graduate levels jn 
the field of business administration? The an. — 
swer lies pretty well in the types of institu. 
tions represented in the list enumerated above, 
Among the kinds of institutions where I had 
my experience lie the present day opportuni- 
ties for professional education in business, 
Obviously, these opportunities are not limited 
to the particular institutions enumerated; they 
only characterize the dozens of technical col- 
leges and some of the literally hundreds of “in- 
stitutes” throughout Europe that have entered 
the area ignored by university faculties. Just 
recently in England, Cambridge University 
has undertaken an “industrial management” 
program for engineering or science college 
graduates, and it is interesting to note that the 
program is under the auspices of the engineer- | 
ing faculty, and not under any of the faculties 
in the social science fields. This engineering- 
science sponsorship need not mean that the 
social sciences will be ignored in the develop- 
ment of the curricula; in fact in the Technical 
College programs within my experience real 
and effective efforts are being made to bring 
in to the program and staffs the necessary 
backgrounds and skills in economics, political 
science, psychology, communication of  busi- 
ness facts, numerical science, and personnel 
relations. It just seems regrettable that the 
valuable backgrounds which the European 
universities have accumulated in these impor- 
tant fields have not been brought to bear ina 
more direct fashion. Their participation in the — 
professional education of students who will 
one day be influential in managing the econo- 
mies or units in the economies of the several 
European countries could make a real con- | 
tribution. 


Michigan Business 


og 


UL 


i 
‘ 
‘ 
J 
i 
( 
I 
= 


con- 
pos- 
hods 
min- 


| 
\ 


Institutes and Programs 

There are almost numberless “institutes” 
or “management training programs” of all 
kinds offered at all levels to all kinds of people 
in the European picture. Some are definitely 
designed for middle management people of 
some experience, others aim at the executive 
level, and some are short programs designed to 
cover only a narrow specialized topic in the 
whole gamut of management subjects. They 
all have their respective places and all are in 
answer to the demands of industry for that 
“something” that is wanted to help make more 
effective use of physical and technical re- 
sources. 

More than incidentally, the programs of this 
type with which I am familiar all have indus- 
try sponsorship and financial support; occa- 
sionally a university professor (other than an 
American “import”?) appears on a program, 
and often there is the cooperation of a techni- 
cal college and staff. 

Few indeed are the full-time residential in- 
stitutes which run programs for as much as 
an academic year; the only ones to my knowl- 
edge are those at Lausanne, Switzerland (here 
students are from lower- to middle-manage- 
ment groups), Turin, Italy (with most stu- 
dents just out of college), and at Palermo, 
Italy (with a mixture of middle-management 
students and recent college graduates). 

The latest 1960 model is the “Institute of 
Business Administration” in France which 
is being sponsored jointly by industry, EPA, 
and the Paris Chamber of Commerce. This 
School is international in scope, drawing its 
graduate students from 14 countries in its 
starting year. Its ‘school house” is a wing of 
the castle at Fontainebleau—lovely, but no 
central heat! 


Attitude of Management Toward 
Business Graduates 


It is perhaps an understandable anomaly 
that at the same time industry is evidencing 
a need for trained management material there 
are instances where college or institute trained 
personnel are not “appreciated” by the man- 
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agements currently running many European 
business enterprises. Generally, this situation 
seems to arise from a lack of understanding 
of the potentials of such business recruits, al- 
though in other cases it may be the resistance 
that would be expected of a more or less in- 
bred family ownership and control. Even when 
graduates of professional programs are em- 
ployed there have been instances of frustra- 
tion on the part of the employee simply be- 
cause the employer did not know how to use 
the resource he had employed. That is like 
buying a machine of 10,000 unit capacity for 
a 1,000 unit job—except that in addition to a 
wasted resource there is a human dissatisfac- 
tion which can actually exert a negative in- 
fluence on results. This sort of thing still hap- 
pens in the United States, of course, but cer- 
tainly not to the extent it did 30 years ago. 
In the meantime our managements have them- 
selves become “educated” to the use of these 
particular human resources. This “meantime” 
will have to pass in the European situation be- 
fore full utilization of business education can 
be expected. 

It was interesting to note that England, 
with its strong tradition (not unknown in 
America) that “the only way to learn to 
manage a business is to start on the shop 
floor and work up,” has used the so-called 
“sandwich method” of business education to 
help lick this assimilation problem. Through 
the technical colleges many businesses give 
support to cooperative programs in the man- 
agement field whereby arrangements are made 
for promising employees to engage in 1, 2, .3, 
or even 4-year educational endeavors. Courses 
include substantial offerings in various fields 
of business management, including economics, 
accounting, marketing, and even some finance. 
These programs may involve month-long, or 
even several-month-long intervals of study in- 
terspersed with work experience. 

The advantages of the mixture of practice 
and theory are well recognized, and various 
kinds of efforts are bent in that direction in 
the United States. The English seem to have 
that system well under way, although they do 
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have problems of maintaining academic stand- 
ards and getting full recognition by all em- 
ployers that work experience should be made 
an integral part of the educational program 
with not too much emphasis on immediate pro- 
duction by the trainee. 


Executive Development Programs 


Executive development programs probably 
absorb a greater proportion of business admin- 
istration teaching-man-hours in Europe than 
in the United States. This percentage situation 
is of course partly due to the minimum work 
offered to the university age group, but it is 
also a reflection of a belated recognition by 
management of the great need for persons of 
more than just good or even excellent techni- 
cal training in their organizations. Lord 
Chandos, Chairman of Associated Electrical 
Industries, Inc. (a very large electrical appli- 
ance and equipment manufacturer in Eng- 
land), has pointed out “In my own company 
some of these men (engineers) are destined for 
high positions, partly by their ability in get- 
ting on with their fellow men, partly for their 
character as leaders and partly from the integ- 
rity of their dealings with others. 

“We find it necessary now to take these men 
out of their daily work, when they are between 
(say) thirty and forty, and give them a very 
intense course upon such subjects as balance 
sheets, cost accounting, commercial law, bank- 
ing law, trade union history, labor relations, 


the working of the money market, how bank. 7 
ers’ advances should be used, what are the ef. | 
fects of money rates upon the business lj. 
mate, etc.” Lord Chandos is among the leaders 
in Britain who are advocating a step-up in 
collegiate or immediately post-college educa. | 
tion for business and he typifies also those |} 
business leaders on the Continent who are 
moving in the same direction. 


Education and Understanding 


As I first indicated, these few comments are ‘ 
based on more than one year of very interest- ; 
ing experiences, sharp contrasts, and eye-open- | 
ing comparisons between our American educa- 
tional problems and processes and those of 
some of the European countries. Their prob- 
lems are different from ours, so we should ex- 
pect their solutions to be different. But if we 
are going to do business with each other, the 
development of professionally educated (not | 
just “trained”) business men on both sides of | 
the Atlantic should do much to erase misun- } 
derstandings that too often find reflection in 
political discord. At the beginning I promised 
to speak only of the area of my limited experi- 
ence, but I now venture to broaden the scope | 
of the last sentence above to cover “ALL sides 
of the Atlantic and of the Pacific, too”; busi- 
ness education can broaden perspectives to in- 
clude not only the problems of management 
but also the hopes of international coopera- 
tion. 


TALKING AND LISTENING: A NEW BOOK 


Wesley Wiksell describes his book thus: “This book is addressed to persons who 
want to talk and listen more effectively, particularly in employer-employee relationships. 
The author’s intention is to make the reader aware of the value of good communica- 
tion, the barriers in its path, misunderstandings that arise from poor communications, 
and most important to present specific suggestions for achieving improved communi- 
cation and understanding.” The chapters are in four groups: 1. Communication: Prob- 
lems and Responsibilities; 2. Talking to Your Men; 3. Listening to Your Men; and 
4. Patterns for Communicating. The presentation is lively, interesting, and is sprinkled 


with practical examples. 
Appraisal: Compact and useful. 


Wesley Wiksell, Do They Understand You?: A Guide to Effective Oral Communi- 


cation. New York: The MacMillan Company, 200 pp., $4.95. 
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— J. Philip Wernette 
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This book contains sixteen addresses of outstanding merit which were 
presented recently before conferences of business executives in 
Michigan industrial centers. Questions and answers 

presented at the meetings are included. 


The addresses deal with the following topics: 


Promotion of Management Teamwork 

Good Man-Boss Relationships 

Aiding the Self-Development of Managers, Engineers, and Scientists 
Getting a Full Day’s Work for a Full Day’s Pay | 

Trends in Fringe Benefit Programs 

Union and Employer Contentions on Wage Rate Changes 
Preservation of Management Rights 

Administration of Collective Agreements 

Experience with White-Collar Unions 

Labor Unions and Monopoly Power 


270 pages Paperbound Price $4.50 
Order from 
BUREAU OF INDUSTRIAL RELATIONS 


THE UNIVERSITY OF MICHIGAN 
ANN ARBOR, MICHIGAN 


k- 

ef. 

li. 

in | 

tre 

| 

of | 

> 

X- 

ve 

ot 
of 

- 

in 

ab 

i- 

S 

- 

tf 


THE UNIVERSITY OF MICHIGAN 


SCHOOL OF BUSINESS ADMINISTRATION 


Bureau of Business Research 


VARIABLE ANNUITIES: Their Impact on the Investment Market 
By Cepric 


Many people are urging the use of the variable annuity to protect the individual 
investor during periods of inflation. Others claim that its widespread adoption will have 
dangerous repercussions on the economy as a whole. Since the New Jersey Assembly's 
Henan ci of legislation permitting the sale of such annuities, this debate—hereto- 
. fore emic—has assumed a much wider significance. 

The author's approach to the matter is practical and objective. He tests the validity 
of the various arguments against this extremely controversial form of investment. His 
_ conclusions about its impact on the stock market and investment companies are based on 
_ carefully detailed es of current actuarial and market facts. These projections, 

carried up to 1975, indicate the growth of life insurance companies, fire and casualty 
insurance companies, pension funds, investment trusts, and personal trusts. Numerous 
charts and tables graphically illustrate the author's findings. 

Investors and financial institutions will find in this book a valuable analysis of the 
potential effects of the variable annuity on the investment market. 


Michigan Business Studies, Vol. XIV, No. 4, 1960 
89 pages, 39 tables, 20 charts, cloth, $5.00 


ACCOUNTING FOR STOCK OPTIONS 
By Daniev L. SwEENEY 


The significant increase in the number of stock option plans adopted after 1950 
is well known. Because of the prevailing methods of accounting disclosure, however, the 
motives for the use of these plans have not always been clear, nor has the impact of the 
option oi on the corporate entity and its owners been understood. 

This work brings together material on stock option plans from 1940 through 1955; 
included are the leading court decisions on the legality and income tax treatment of 
stock options, and the rulings of governmental agencies and authoritative professional 
groups. The material is analyzed systematicaily in terms of (1) the objectives, both stated 
and imputed as found in contract provisions, and (2) actions taken by the parties to the 
contracts. The evidence supports a service-cost valuation concept of the option transac- 
tion. Using this concept, the author has outlined appropriate accounting procedures for 
recording corporate-entity cost and for recording stockholder equity transfers. He discusses 
also the responsibility for disclosure in the accounts. He suggests plan provisions which 
will achieve stated corporate objectives in using stock options. 

The author believes that adverse feeling toward the granting corporations may 
arise when the stock option transaction is not clearly understood. He contends that the 
co-ordination of plan provisions and accounting for service cost set forth in this work will 
answer the current criticisms of stock option plans. 


Michigan Business Studies, Vol. XIV, No. 5, 1960 
228 pages, 16 tables, 2 figures, cloth, $5.00 


Order from: Bureau of Business Research, School of Business Administration, 
The University of Michigan, Ann Arbor, Michigan 
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